ABSTRACT
Introduction
Under the wave of regionalism 1 /slow and failure of trade negotiations at multilateral level (Bhagwati, 1993; Krugman, 1993; Ethier, 1998) , India 2 like other developing countries has negotiated and signed various bilateral and regional trade agreements with great enthusiasm as shown in Table-1. 3 Among South Asian countries, India has only smooth and free relation with the Himalayan Kingdom of Bhutan 4 (Devi, 1989) . Bhutan also remains an example of bilateralism in the India's neighbourhood. 5 No doubt, both countries are diverse in size, economic and social development, geography, political system, language and culture (Table-2 ), but there relation continued to improve and became closer. India has become the largest trading as well as development partner of Bhutan. India from time to time has supported Bhutan's developmental effort. 6 Bilateral trade continued to increase at increasing rate as shown in table-3. India's exports to Bhutan increased to US$ 2,00,366 thousand (2014) from US$ 2,154.84 thousand in 1990. Similarly imports also increased to US$ 1,44,346 thousand (2014) from US$ 798.02 thousand in 1990 (table-3). Major imports of India from Bhutan are iron and steel, mineral fuels, inorganic chemicals, plastic and articles, beverages, cooper and wood articles. Similarly India's major exports to Bhutan are mineral fuels, nuclear reactors, vehicles, articles of iron and steel, electrical machinery and equipments, salt, sulphur, rubber and plastic articles. 7 Objectives of the Study 1. To briefly explain India's relation with Bhutan, 2. To identify the comparative advantage/trade specialisation in the exports and imports for commodities, at 2-digit level mentioned in Standard International Trade Classification (SITC) revision-2, in order to explore potential areas for further cooperation and 3. To explore intensity of India's trade with Bhutan.
India's Relation with Bhutan: Historical Prospective
India's relations with Bhutan are dated back to 747 A.D., when the great Indian saint Padmasambhava (known in Bhutan as Guru Rinpoche and sometimes referred to as the Second Buddha)came to Bhutan and introduced Buddhism. Besides cultural and religious heritage, both countries developed other areas of cooperation during the period of British India Company. In 1910, British signed Treaty of Punakha with Bhutan that laid the foundation stone of its relation in the subsequent years. Through this treaty, Bhutan gave full authority to India to control and regulate its foreign affairs and defence. 8 After India's independence, standstill agreements with Sikkim, Nepal and Tibet were signed in order to continue existing relations; until the new agreements are signed. It was followed by Nehru's invitation to Bhutanese delegation to participate in the first international Asian Relations Conference in 1947. Following this, Maharaja Jigme Wangchuk sent delegates to India to participate and negotiate a fresh treaty.Indian government welcomed them and assured the government of Bhutan that it would respect Bhutan's autonomy if it wanted to maintain the same relations with independent India as under British rule. Maharaja Jigme Wangchuk continued negations with the government of India. As a result India and Bhutan signed 'Treaty of Peace and Friendship' in Darjeeling on 8 August 1949 which replaced the earlier treaty of 1910 between the British Indian government and Bhutan.This treaty was signed by the representatives of the Government of India and Government of his highness the Druk Gyalpo (the King of Bhutan).
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Based on this background, Indo-Bhutan relations began to take on concrete form. Formal trade relations between Bhutan and India were established in 1968 with the appointment of a resident representative of India in Thimbu (Bhutan). Before this our relation with Bhutan was looked after by our political officer in Sikkim. 10 The 
Research Methodology
In order to find India's trade potential and prospects with Bhutan, the analytical tools used for the study are as follows: The above Table-6 shows that India has strong and sustainable trade intensity with Bhutan. There is seen a great variation in intensity rate i.e. ups and downs. The rate of intensity was highest in 1996 i.e. 382.3565 thereafter a great fall in its rate i.e. 92.3914 in 1997. India's import intensity always remains greater than export intensity that means India's imports from Bhutan are greater than its exports to. India's exports to and imports from Bhutan frequently increased and decreased. In 1994, gap between import with export intensity was maximum i.e. 526.9876. Overall, India has trade prospects with Bhutan.
Discussion and Conclusions
India has become Bhutan's largest trading partner. Trade between them continued to increase. India has full trade potential and prospects with Bhutan due to high rate of intensity. No doubt, trend shows too much ups and downs. India's imports intensity is greater than export intensity during the entire period that means India's imports from Bhutan exceeds its exports to. India has no trade specialisation in the export of any product to Bhutan, but has import specialisation in the product with code 74 since 2003. Except 74, India can also import product with 20 and 72 from Bhutan. India's trade with Bhutan went to increase year after year. Still India should make efforts to develop trade specialisation in products that will lead to enhance the level of integration. 
